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COMMERCIAL AND FINANCIAL INTERESTS OF 
THE UNITED STATES IN THE CARIBBEAN * 

EDWIN M. BORCHARD 
Professor of Law, Yale University 

THE United States emerged from the Spanish-American 
War a world power. Something like a century later 
than England, we have experienced the same evolu- 
tion from the agricultural to the industrial stage, and thence 
from the mercantile to the financial stage. With these larger 
responsibilities, and our transition from the status of exporters 
solely of raw materials to exporters of manufactured products, 
came the quest for world markets and our competition with 
other manufacturing countries. Instead of having to engage 
in a struggle for distant artificial markets against seasoned 
nations who had already staked out their colonial and com- 
mercial claims, geographical accident has placed us in close 
proximity to natural markets in the western hemisphere in 
which our political, military, commercial and financial inter- 
ests combine to give us a predominating influence. 

The command of trade routes has always been one of the 
stakes of diplomacy and the present world catastrophe in its 
essence is very largely due to the effort of an established power 
to prevent a new competitor from laying out a new route to 
the Near East. With the opening of the Panama Canal, the 
Caribbean has been raised again, as it was three centuries ago, 
to a commanding position among the trade routes of the world. 
All our interests, economic and political, merge in keeping this 
region as an American sphere of influence for the peace of the 
western hemisphere and for the welfare of the people of the 
United States. The success of our Caribbean diplomacy will 
be measured by the ultimate political stability we can bring into 

1 Address delivered at the National Conference on Foreign Relations of the 
United States, held under the auspices of the Academy of Political Science, 
at Long Beach, N. Y., May 30, 191 7. 
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that troubled region, the expansion of its foreign trade, the 
development of its natural resources and the greater investment 
of American capital in its local enterprises. We must frankly 
recognize that the rights of small states and of government 
by the consent of the governed, of which we have recently 
heard so much, have never been a consideration or factor in 
our Caribbean policy, nor has the social regeneration of a 
backward people, who constitute the bulk of the population, 
yet had any tangible manifestations. 

The Caribbean is, roughly speaking, bounded on the east 
by the Windward and Leeward Islands and the Bahamas, with 
certain other British possessions, and a few French and Dutch 
possessions; on the north by a long stretch of large islands, 
including Porto Rico, the Dominican Republic, Haiti and 
Cuba; on the west, by the Central American countries; and 
on the south, by Panama, Colombia and Venezuela. 

The region has certain characteristics in common which have 
had an important influence on its relations to the United States. 
It has been the world's most prominent storm-center of revolu- 
tionary turmoil. Literature has immortalized some of these 
states as the domicile of the professional revolutionist and 
dictator. Most of them are democracies in name only. The 
chronic disorders from which some of them have suffered first 
made necessary that administrative or financial control which 
we have found it expedient to exercise, for example, in 
Nicaragua, Haiti and San Domingo. 

Again, the majority of them are agricultural countries of 
one or two principal crops of some foodstuff, secondary in 
nature rather than basic. For example, cane sugar, of which 
the Caribbean countries are the greatest exporters, is the main 
resource of Cuba, Porto Rico and some of the British colonies: 
Bananas are the staple product of Jamaica, Honduras, Costa 
Rica, Panama, Cuba and other countries. The bulk of the 
sugar and banana industry is in the hands of American capital, 
and it naturally finds its principal market in the United States. 
Fifty per cent of our sugar and practically all our bananas 
come from the Caribbean region. Coffee, which is grown 
principally in Haiti, San Domingo, Guatemala, Colombia and 
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Venezuela, goes mainly to Europe in normal times. The 
region is, furthermore, a source of supply for some of the 
world's best tobacco, cacao, asphalt, cotton and minor products. 
The mineral deposits of Central America have been only 
slightly developed; and the substitution of oil for coal as the 
great motive power is bringing to those countries the romantic 
quest for oil — with considerable success in Venezuela and 
some other countries. 

Many of these products, particularly sugar, bananas and 
oil, or enterprises like railroads, can be profitably exploited 
only by vast corporations, who control by concession or other- 
wise large areas of land, transportation systems, both rail and 
water, and an immense supply of cheap labor. Such commer- 
cial control of the sole or principal natural resource of a weak 
country leads easily to political control of the functions of gov- 
ernment, the danger of which the United States has not been slow 
to recognize. It is only a short step from private investment in 
a railroad or in a large concession for the exploitation of a weak 
country's important resources to the exercise of a sphere of 
influence by the home government of the investor; and the 
sphere of influence easily merges into political control. Hence 
the adoption by the United States of its Caribbean and par- 
ticularly its Central American diplomacy of encouraging 
American enterprises, which would promote our political in- 
terests. We have discouraged the pre-emption of special inter- 
est by European concessionaires, and have obtained a consider- 
able measure of recognition for our policy from European 
and Central American governments. The danger of a foreign 
investment becoming political and bringing about international 
complications has led the United States, in certain countries 
where our interests would be seriously affected, to seek to con- 
trol the amount of debt those countries may contract and the 
character of concessions they may grant to foreigners. 

Naturally such a power must be equitably exercised to re- 
ceive permanent recognition. It is not generally known that 
many a foreign concession in Central America or the Caribbean 
is first submitted unofficially to the State Department to avoid 
subsequent interference on the ground of infringement of our 
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political prerogatives, or — in our character of trustees for our 
weaker neighbors — because it takes unfair advantage of an 
exploited country. 

The foreign investor thus avoids the speculative risks of 
former days, the Caribbean country is saved from oppressive 
exploitation or its own improvidence, and the United States 
avoids any impairment of its sphere of influence or any tempta- 
tion of foreign governments to call into question the Monroe 
Doctrine. The Lodge resolution, designed to keep harbors on 
the American continent free from foreign control, merely em- 
phasizes the economic interpretation of the Monroe Doctrine. 
It will be recalled that our disapproval of the Pearson oil con- 
cession in Colombia induced these important British interests to 
withdraw from the field. On several occasions, our State De- 
partment has refused its approval of plans for the refunding of 
the debt of Honduras, when combined with exorbitant demands 
for concessions for railroads, public lands, mines and other 
privileges. 

In practically all the countries bordering the Caribbean, 
except certain British and French colonies, the United States 
constitutes the natural market for the greater part of their 
exports and in turn furnishes them with the larger part of 
their imports in basic foodstuffs and manufactured articles. 
Except in the case of Cuba and Porto Rico, we have not suf- 
ficiently adjusted our tariff to derive the greatest benefit from 
the geographical proximity of the Caribbean countries. The 
Canadian preferential tariff of 1913, which has drawn many 
of the British West Indian products to Canada, and the 
French-Haitian reciprocity treaty indicate that other coun- 
tries have been alive to the advantages of a profitably adjusted 
tariff in countries that for them can hardly be called a 
natural market. 

Our growing interests in the Caribbean have imposed upon 
us important police duties in the maintenance of order in that 
frequently troubled region. Its strategic importance has re- 
sulted in a constant increase in our naval bases, which now 
include Key West, Guantanamo, Porto Rico, St. Thomas, 
Panama, the Bay of Fonseca, and will undoubtedly, notwith- 
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standing the protestations of the present administration, in- 
clude Mole St. Nicholas in Haiti. With the extension of 
American control from the Cuban and Porto-Rican legacy of 
1898 to the Haitian protectorate of 191 5, which policy has 
placed so many countries of this region under the more or less 
protecting aegis of the United States, the political stability of 
these countries has steadily improved. 

Foreign investment cannot be attracted to, and will not thrive 
in an atmosphere of political unrest. Nicaragua, Honduras, 
Haiti and San Domingo have therefore repelled what they 
needed most in their development, namely foreign capital. 
It has thus been the principal problem of the United 
States to bring about such a condition of financial and 
political stability that capital would be attracted to the 
Caribbean field. Our interposition in the matter has in 
each case been occasioned by some special circumstance or- 
opportunity which required prompt action and which was 
then extended to include the larger aims which have remained 
fundamental principles of our Caribbean policy. The mainten- 
ance of the Monroe Doctrine was only an incidental motive of 
our intervention in San Domingo, Nicaragua and Haiti. Com- 
mon prudence and the promotion of our interests and those of 
our weaker neighbors would have prompted the same course. 
All the countries of Central America, have heavy debts on 
which, at times, they have been unable to meet interest and 
amortization payments. Honduras, indeed, with its debt of 
$125,000,000, is hopelessly bankrupt and will never pay the 
principal of its debt. Refunding operations, with a scaling- 
down of debt, have been frequent in other countries. Their 
political weakness, the need of money on any terms, and the 
impecuniousness of successive dictators, caused large loans to 
be contracted at amazing discounts in price and high interest 
rates, for which the debtor countries realized but little. For 
example, the bulk of Honduras's debt was contracted for rail- 
roads, and today the country has but a few short " streaks of 
rust " to show for it. 

Between European bondholders and concessionaires a very 
considerable foreign influence has often been exercised. 
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Friction arising out of pecuniary claims has frequently oc- 
curred between the foreign interests and the local government. 
The demands of these foreign claimants, insistent upon satis- 
faction, have compelled the United States to interpose between 
the foreign claimant government and the weak defendant gov- 
ernment in the character of a self-appointed amiable composi- 
teur, or receiver in bankruptcy. The Venezuelan claims of 
1903 are still fresh in mind. In 1905, when the foreign debt 
of San Domingo had risen to $32,000,000 and her credit was 
destroyed, the pressure of foreign claimants became so great 
(accompanied as it was by war vessels) that the Dominican 
president turned to the United States for relief from the situ- 
ation. Our own interests in a satisfactory adjustment of the 
difficulty led us to effect a composition with creditors, negoti- 
ate a refunding loan of $20,000,000 in the United States, and 
establish by treaty an American receiver of customs, who col- 
lects the revenues, sets aside a certain amount for the customs 
administration and the payment of interest and amortization 
of the debt (at least $1,200,000 per annum) and turns over the 
balance with certain deductions to the Dominican government. 
By this means the public revenues are placed out of the reach 
of the revolutionary despoiler or the dictator, and the primary 
motive for revolution is removed. 

In Haiti, a succession of revolutions and counter-revolutions 
which brought into power, in a period of a few years, eight 
successive presidents, finally resulted in such disorder that the 
French landed marines in 19 15 to protect their interests. This 
foreign action compelled the United States to take immediate 
control of the island and the government — incidentally, it 
would seem, without any constitutional warrant on our part. 
The inability of any Haitian president to survive without the 
support of the United States persuaded Haiti to accept a 
treaty which virtually established an American protectorate 
in Haiti for twenty years, and leaves that country with only 
the shadow of sovereignty. No such all-embracing treaty had 
ever before been concluded by this country. The United 
States not only undertakes to collect the revenues, but through 
a financial adviser it may practically determine what those 
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revenues shall be, for they cannot be modified without our 
consent; as in the case of Cuba under the provisions of the 
Piatt amendment, Haiti cannot increase its debt without the 
consent of the United States nor contract any debts unless the 
ordinary revenues are sufficient to pay interest and amortiza- 
tion for its final discharge ; the police force is under American 
control; the United States may at all times intervene to pre- 
serve order; and the United States undertakes to aid in the 
development of Haiti's natural resources. 

Here again an opportunity has been presented to divert to 
the United States the advantages in the rehabilitation of Haiti's 
finances. Haiti's debt record is comparatively good. All 
three of her foreign loans, of 1875, 1896 and 1910, were floated 
in Paris and are quoted at prices yielding about seven per cent. 
But the assignment of special revenues for specific purposes 
now hampers the financial administration, which would be re- 
lieved by means of a new external loan. This could be ef- 
fected in the United States on terms advantageous to Haiti 
(and this country would undertake the negotiations on her 
behalf), because United States control in the island is the 
assurance upon which the American investor will take the loan 
and be satisfied with a moderate yield. 

The unratified treaties of 191 1 with Nicaragua and Hon- 
duras contained similar provisions looking to the financial re- 
habilitation of those countries. The recent treaty concluded 
with Nicaragua gives her sufficient money to meet her pressing 
foreign claims, which threatened a serious test of the Monroe 
Doctrine, and gives the United States supervision of Nicara- 
guan revenues for ninety-nine years. 

Porto Rico, Cuba, San Domingo, Nicaragua, Panama and 
Haiti are therefore, in varying degrees, under a financial and ad- 
ministrative dependency upon the United States. Results have 
shown that order has never been so well preserved, production 
so highly stimulated, foreign commerce so carefully fostered 
and the investment of capital so successfully encouraged. Not- 
withstanding the rather uninformed criticisms of " dollar diplo- 
macy " at the beginning of the Wilson administration, the 
constant object of our Caribbean policy has been " to sub- 
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stitute dollars for bullets, " to create in those countries a 
material prosperity to which their great natural wealth entitles 
them. 

It is a function of government to guide foreign investment 
into channels where it shall be of greatest national benefit. 
The immense trade balance of nearly six billion dollars which 
has accrued to us in the short space of less than three years 
has effected a revolution in our financial position. To meet 
this enormous debit, foreign nations have sold to us about 
three billions of their government obligations, and over two 
billions of our foreign-held railroad, industrial, public-utility 
and municipal securities, besides paying one billion in gold. 
We have become a creditor nation and a permanent power 
among the world's bankers, with a resulting responsibility of 
making our contribution to the development of the resources 
of the world. 

In this undertaking our government assumes an import- 
ant function. The Caribbean countries will henceforth be 
directed to the United States, and not to Europe, for 
their loans. In several cases, our government has already 
taken a guiding hand in the negotiations. Conferences for the 
adjustment of the debt of Nicaragua, Haiti and San Domingo 
have taken place, not in those countries, nor in the offices of 
New York bankers, but in the Department of State and the 
Bureau of Insular Affairs. This process is bound to go on, 
and all signs point to a further control by the United States 
in the financial rehabilitation and the political and economic 
guidance of other countries lying between the southern boun- 
dary of the United States and the Panama Canal. Capital 
will be directed to finance the substitution of a gold-secured 
currency for the present unredeemable paper currency, from 
which Colombia, Honduras and Guatemala suffer particu- 
larly; to the improvement and sanitation of seaports; to the 
exploitation of economic resources; and to the investment of 
straight banking capital, for with immense discount rates, lack 
of adequate credit facilities, prohibitive rates for real estate 
loans, and the absence of any long-term accommodation, the 
expansion of commercial enterprise, which is justified by the 
great natural wealth of those countries, is seriously hampered. 
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The Caribbean policy of the last twenty years, which has 
begun to afford a measure of guaranty against political dis- 
order and has laid the foundations for material prosperity in a 
normally disturbed region, should now be directed toward the 
encouragement of American capital to invest in those countries, 
with its resultant benefits to all interests concerned. For the 
United States, particularly, this policy will continue to pro- 
mote our political and economic well-being in a region which 
now more than ever has become our natural sphere of influence. 

In closing, it should be frankly admitted that the policy on 
which we have so successfully embarked is economic imperial- 
ism. We must be prepared, in supporting it, to encounter the 
dangers and risks involved. If it is some day challenged by 
other powers, sacrifices will be incurred in maintaining it. 
Nor should we be unduly shocked if other powers resort to 
the same policy in other parts of the world. A better under- 
standing of the underlying currents and cross-currents of 
economic forces will do much to explain and, therefore, more 
equitably settle modern world problems. 
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